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Immigration has been a much-debated topic across the European Union (“EU”) member states and institutions for a large part of the
2010’s.[1] Debates surrounding immigration to the EU have not subsided entering the new decade, notwithstanding the current COVID-19
pandemic. In her recent State of the Union speech, Ursula von der Leyen, the newly-appointed EU Commissioner, addressed a
controversial, albeit overlooked, facet of the immigration regime of several EU member-states: the issue of so-called “golden
passports.”[2] Countries such as Malta, Cyprus, and Bulgaria all run investment-for-passport regimes that have raised concerns,[3] and in
some cases, have led to high-profile criminal investigations.[4] Commissioner von der Leyen briefly, yet strongly, condemned the practice
by implying that it goes against European values, primarily the rule of law.[5]

Be that as it may, the practice as it currently stands may be perfectly legal within the larger European migration framework. According to
Article 79 of the Treaty on the Functioning of the European Union, the EU gives general guidance on how member states should structure
their immigration policies, with the states retaining considerable power in how to implement these policies, such as determining volumes
of admission for potential immigrants seeking employment.[6] Immigration practices vary considerably across the Union,[7] and
motivations behind national policies range from restitution for past atrocities, such as the Holocaust,[8] and reuniting diasporic
communities with their homelands,[9]to fears of lesser national homogeneity.[10]
The practice of “selling” passports, however, comes with a unique set of concerns owing to the massive popularity such programs enjoy
with the “noveau riche” from high-risk jurisdictions.[11] The EU offers its citizens unconstrained freedom of movement and the right to
make one’s domicile anywhere in the EU, along with generous privacy protections. Thus, there are considerable inherent compliance risks
in the domains of sanctions evasions and money laundering, ones that could allow for a foreign national to legitimize their illegallyobtained funds or undermine EU-wide sanctions policies by making a relatively small investment in Cyprus, Malta, or Bulgaria. The
examples of the practice as being rife with problems is underscored by high-profile scandals in the EU and other jurisdictions that have
similar regimes.[12]
For the EU Commissioner, who sets the general policy direction of the Union, a decision to veer into changing national immigration
programs may be a politically costly move, or to make things more complicated, one that she may not influence directly due to EUmember states’ retained rights in the immigration domain. One commentator insinuates that the most egregious violations may be tackled
through anti-money laundering (AML) regulations.[13] How to best approach the issues posed by golden passports through AML
regulations is far from clear. The Commission, for example, promulgates AML regulations and since 2015 maintains a registry of high-risk
third countries that pose significant threats to the EU’s financial system.[14]
What a golden passport scheme allows, however, is circumventing any applicable client due diligence measures by providing a holder
from a high-risk jurisdiction with an EU passport, with all the privileges that go along with it. For example, an Iranian citizen may open a
bank account in a third EU-member state by using their Cypriot or Maltese passport without triggering any relevant EU AML regulation
provision. The United States faced a similar problem with Iranian nationals using a similar citizenship-for-investment program operated by
Saint Kitts & Nevis (SKN); Financial Crimes Enforcement Network (FinCEN), the Treasury Department bureau tasked to combat
financial crime, issued an advisory in 2014 with guidance on how to address compliance risks coming from the SKN golden passports
regime.[15] The guidance states that financial institutions conducting risk-based customer due diligence may require a form of
government-issued identification in addition to or along with the SKN passport.[16] This seemingly simple solution may come with
hostile connotations in the EU context: a policy singling out Cypriot, Maltese, or Bulgarian passport holders in other EU countries as
potential money launderers may be seen in tension with EU values.
Even though the EU is yet to devise creative political and legal solutions to the golden passport schemes operated by three of its members,
Commissioner von der Leyen has made an important step in battling the questionable practice by taking a strong stance against it. The
negative publicity surrounding the practice may garner enough public pressure to stop it: just recently, the Qatar-based news organization
Al-Jazeera published an investigation called the Cyprus Papers, revealing instances of high-profile political corruption and money
laundering.[17] In the wake of the report, the EU Commission announced it was ready to take the Cypriot government to court over its
golden passport practice.[18] A few days ago, the government announced that it will scrap the scheme in its current form by November.
[19] It remains to be seen whether the three countries will discontinue the scheme because of increased pressure. However, the European
Commission should pursue a lasting solution to either mitigate risks or end the golden passport practice regardless.[20] Given that the
practice started in the wake of the Great Recession and the ensuing Eurocrisis, a new economic crisis caused by the COVID-19 pandemic
may motivate other EU countries to consider adopting similar schemes in the future.
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